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1) Introduction 


Kerr Addison Mines Limited are currently investigating the possibility of 
bringing into production a molybdenum property near Atlin, B.C., presently 
owned by Adanac Mining and Exploration Limited. If the mine does commence 
production, Kerr Addison propose to ship the molybdenum concentrates by truck 
over the Atlin Road and the Alaska Highway to Whitehorse. This road, 27 
miles of which is in the Yukon Territory (from Jakes Corner to the border) 

is at present adequate for automobile traffic but would have to be upgraded 


to handle heavy truck traffic. 


The purpose of this study is to compare the costs involved in upgrading the 
27 mile Yukon portion of this road, plus the increased maintenance costs, with 
the benefits that would accrue to the Yukon economy from the proposed trucking 


operation. 


For the purpose of this study, the following assumptions are made: 

1) the mine will be coming into production in mid 1973 

2) ore will be milled at a rate of 15,000 tons per day, to produce 30 tons 
of molybdenum concentrates per day 

3) based on known ore reserves of 70,000,000 tons, a mine life of 13 years 
can be anticipated. However, it is possible that further reserves may 
be discovered afterproduction starts, extending the life of the mine. 
For this reason a second possibility of a mine life of 20 years will 
also be considered. 

4) the trucking operation will be on a contract basis with a trucking firm, 
and will operate on a 6-day week 

5) Kerr-Addison will be generating their own power at the mine. The 
possibility of power being supplied by the Northern Canada Power Commission 


from the Yukon has been looked into but NCPC and Kerr-Addison are deadlocked 


rey 


ai — aia Au 


a, 4 are 
a 


: “% 
al 
j 
—~ 
= 
r 
> 


ast #43 


4 tw: wrany 0% 4 co oni a We 


i enon ba 2 aay sini shah Gale be 
tel ; 


Kbees 


i oes 
a) 
tate tu atin Tue we a ° td i a 
' ; x ; i. tiie 
. ; , : ¥ a) ‘y j 
’ rq mReRDne ¥ tow | ~ gio ry ; 
ay u ¥ | 
th wet Ji wa lond ne stare ir, 
*« chet ‘“ ne a - 
+¥ ars iY 
7 t : vas aA 
" mite Leet on SBA vat qin ! 
Ue 
eh geet Gein ‘et. ol i” bank WE To. ant 
ev ’ eh ee . j ; 
i i a: 
rt oS gqoaelw ia 
ty / teee yey ey : bm go iar ini 
is¥ 1% J 1 led M 
nai * a | ies 
ys V2 ag aad St oad dai” 
= | ' a ‘ P ¥ be 
Chie . at : : 
‘a at , 
TT i Bray. 20°" PIE 
? eu ; 5 hts Wi why 
— ‘ t 
‘ uitnd @ho wee SF. 8 
bi ; - 
i 1 
+ ht 
9 rg tae 341. Sele ad iat 
i - 9 Y 
= i f a : 
on ae ee. ee haerit’ 5° «2 
yey. “eu Ge? HUM ys } et oe a tee 7 
= : } ~ 
Ws i. 33 ae ASO. es thf: aneg . 
er aa : NS a 
; = 
r * a 
Hed Soe wet OL + dvdioast s¥p: eR. + a 
ie Z a aes im 
| -~ 


otis re mgt snabons et ose 


over the price of power to be supplied by NCPC and there appears to be 
little chance of coming to an agreement. In any case NCPC would require 
at least 2 years notice, and $20 million for the construction of a new 
hydro plant and the Transmission line from the BC/Yukon border* as present 
capacity is not adequate. In addition, either Kerr-Addison or BC Hydro 
would have to construct the transmission line from the BC/Yukon border 

to the mine. There would be benefits to the Yukon economy from the 
construction of this power plant and Yukon transmission line, but it 
appears unlikely that the development of the molybdenum mine alone could 
justify this new hydro installation. 

the proposed 3¢ / gallon increase in fuel tax in the Yukon will be in 
effect by 1973. This will raise the tax to 14¢ / gallon. 

the personnel employed in the operation and maintenance of the vehicles will 
live‘in Whitehorse with their families. 
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Summary and Recommendations 


i ) The proposed trucking operation including the transport of diesel 
fuel for power generation to the mine could create 10 jobs. 

ii ) Tangible benefits to the Yukon economy are estimated to be 
approximately $144,420 annually. 

iii ) The cost of upgrading the 27-mile Yukon portion of the Atlin road 
to standards required by this trucking operation is estimated to be 
$850,000. The bridges have already been upgraded to H20 S16 
standards. 

iv) Maintenance is estimated to cost $2,350 per mile annually after 
upgrading or approximately $63,450 per year, for the 27 mile portion 
of this road. Dust control if necessary would add $2,000 per mile 


per year to that amount. 
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ii) 


Assuming the life of the mine will be 13 years, the present value 

of the tangible benefits is approximately $900,000, and the present 
value of the total costs (capital expenditure plus maintenance) is 
approximately $1,250,000. 

If the mine is assumed to have a life of 20 years, the present value 
of the benefits becomes approximately $1,125,000, and present value 
of total costs becomes approximately $1,345,000. 

There will be other potential benefits to the Yukon economy from the 
development of the mine, such as possible employment of Yukon Indians, 
and provision of wholesale and retail goods and services to the 
anticipated 200-250 families living in Atlin because of the mine. 

In view of the closeness of the estimated tangible benefits to the 
anticipated costs of upgrading the road and the additional potential 


benefits, a strong case can be presented for the upgrading of the road. 


benefits outlined below represent an estimate of the tangible benefits 


tint would accrue to the Yukon economy. The short time available for this 


“stusty precluded a more detailed analysis of possible multiplier effects within 


the 


economy, so benefits presented here should be considered to be minimum 


voi Lues’, 


Tie producing mine would require transportation of 30 tons of concentrates 


to Whitehorse, and 25 tons of general supplies plus 11,000 - 13,000 gallons 


diesel fuel for power generation to the mine daily. 


Assuming the trucks only operate 6 days a week these quantities become 35 tons, 


29 tons, and 12,800 - 15,200 gallons of fuel daily to allow for the production 
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ipplv requirements for the remaining day. Kerr-Addison is thinking in 
» | truck with a GVW of 90,000 pounds to haul the concentrates out. 

.r, it does not appear likely that 35 tons of concentrates can be carried 
itiin that GVW. Since a load of 35 tons would result in a GVW of at least 
On .000 pounds, it is more likely that two truckloads, with approximately 17.5 
payloads will be used. (GVW of approximately 71,000 pounds). This would 
rohabt require at least 2 trucks and 3 drivers assuming each vehicle makes a 
sini trip each day. One return trip could carry the inbound supplies and the 


ther would have to return empty. 


(uel supplier will probably require :3 round trips per day to transport the 
’.$00 to 15,200 gallons of fuel for power generation. This could mean the 


Come ntrucks and. 4 drivers.* 


‘ive daily round trips outlined above will accumulate approximately 
14,960 vehicle miles over a year (266 mile round trip, 6 days a week). 
.: uning 5 miles per gallon of fuel, this total operation will consume 


poresimately 83,000 gallons of diesel fuel per year. 


@iiintenance of the 5 vehicles involved could also result in the creation of 


@ob: for 2 mechanics and 1 helper/tireman. 


ie initial benefit to the Yukon economy is the creation of 10 jobs. It is 
essible that there will be a pool of experienced unemployed drivers and 
@cciminics to draw from, if Cassiar Asbestos Corporation has ceased shipping 


Asbestos from the Cassiar Mine via Whitehorse by 1973. However, if Cassiar 


Fouluera suppliers do. In that case, 2 trucks may be sufficient to transport 
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tions the Whitehorse route in 1971, most of the personnel unemploved as 
ae ult will prebably have found jobs elsewhere by 1973. In any case the 
Ie jobs created could mean a reduction in the number of persons unemployed 


i the region. 


Assuming that all personnel (and their familites) related to the trucking 
overition live in Whitehorse, the estimated tangible annual benefits to the 
Yukon economy would be as follows: 
1) Wages: 7-Drivers at $13,000 $ 91,000 

2-Mechanics at $15,000 30 ,000 

] -Helper/Tireman 10 ,000 


2) Vehicle Registrations: 


5 trucks at $360 1,800 
(Vehicle Licence = ~slUae 
RES to PSv permit - ? gee 
$360.) 
%) Fuel taxes: 83,000 gallons 11,620 


at $0.14/gallon 


Total $144,420 


+) Costs of Upgrading 27 miles of the Atlin Road 


The bridges on the Yukon portion of the Atlin Road have already been upgraded 


to 1120 S16 standards; * and the Territorial Government has estimated the cost 


of upgrading the road itself to be $850,000 (1971 dollars) 


Annual maintenance is estimated to be $2350 per mile after upgrading, or 
$63,450 per year for the 27 mile stretch; without dust control. If dust control 


suould be necessary, it will add a further $2000 per mile, but it is unlikely 


tiv! dust control will be necessary with the density of truck traffic anticipated.* 


Se ee etic 


“Telephone conversation with K. Baker, Whitehorse, February 10, 1971. 


epel it {Cost MM immary. 


sresent value (1971 dollars) of the benefit streams to the Yukon economy 


jor a 13 year mine life and a 20 year life are shown in Table 1. The present 


inc of the costs of upgrading the road are also included. These costs 


rooresent the capital cost $850,000 (1971 dollars) and the present value of 
t}. $63,450 annual maintenance costs for the 13 (or 20) years of mine operation.* 
Two discount rates, 8% effective and 10% effective, were used in calculating 


present values as it is difficult to know what the applicable interest rates 


vill be in 1973. The two rates used were thought to be reasonable estimates. 


TABLE 1 


PRESENT VALUE OF BENEFIT-COST STREAMS 


13 YEAR MINE LIFE 20 YEAR MINE LIFE 

1 SCOUNT BENEFITS COSTS BENEFITS COSTS 
ERATE Ee ee 
8Z $978,621 $1,279,951 $1,230,094 $1,390,434 
10% $847,824 $1, 222.486 $1,016,140 $1,296,434 


The present value of the 13 year tangible benefit stream is approximately 
‘900,000, as compared to the present value of total costs of upgrading and 


miintaining the road of approximately $1,250,000. 


|f one assumes the mine will have its life extended to 20 years the present 
value of the tangible benefit stream increases to approximately $1,125,000, and 
present value of total costs of upgrading and maintaining the road becomes 


approximately $1,345,000. 


“Present va 


; lues calculated on the basis of deferred annuities of $144,420 
(benefits) and $63,450 (maintenance costs) annually, starting in 1973 for 
13 and 20 vears respectively, 


onsidering the present value of the estimated tangible benefits it must 
remembered that, firstly, the above estimate of tangible benefits is a 

~um value, as income multiplier effects within the economy are not included, 
' secondly, one must also look at the broader picture of a producing mine 


..y Atlin, not simply the transportation operation to and from that mine, 


rr Addison estimate that the producing mine will result in 200-250 families 


iviog in the area of the mine and all consumer goods, food, clothing, fuel 


hat these families will require will have to come through the Yukon (Whitehorse) 
n the way to the mine. It is difficult to estimate the total impact of the 
rinsit of these goods through Whitehorse, and the potential monetary benefits 

o \hitehorse wholesale and retail merchants, but the total benefits will 


: irtainly be positive. 


n iddition, Kerr-Addison claim that they would be willing to employ Indians 


rom the Yukon who are qualified to fill any positions they have. 


t is likely that the above potential benefits (which cannot be accurately 
juantified at this time) will significantly increase the total benefits over 


the life of the mine, be it 13 years, or 20 years. 
©) Concluding Remarks 


In evaluating the benefits to the Yukon economy from the trucking operations 
related to a producing molybdenum mine near Atlin, B.C., it must be remembered 
that benefits from the operation of the mine itself should also be considered. 
‘hile these benefits cannot be accurately quantified at the present time, a 
‘evelopment with a possibility of concentrating 200-250 families near Atlin 


will certainly have a positive effect on the Whitehorse economy as all supplies 


goods for the Atlin area will have to come through Whitehorse, 


consumer 


these potential benefits, and the closeness of the estimated tangible 


{mie Ou 


to the anticipated costs of upgrading and maintaining the Yukon 


, the Atlin road, a strong case can be presented for the upgrading of 
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